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Company  Profile 


Family  Dollar  Stores.  Inc.  is  one  of  the  fastest  growing  discount  store  chains  in  the  United  States.  During  the  last  ten  fiscal  years, 
1.304  new  units,  representing  nearly  75%  of  the  Company’s  stores,  have  been  added  to  the  chain.  The  merchandising  concept 
responsible  for  this  growth  provides  consumers  with  good  values  in  low  cost,  basic  merchandise  for  family  and  home  needs. 

I  he  merchandise  is  sold  in  a  no-frills,  low  overhead,  self-service  environment  on  a  cash -and -carry  basis.  Substantially  all 
merchandise  is  priced  at  $17.99  or  less. 

Stores  are  located  in  a  contiguous  29-state  area  ranging  as  far  north  as  Wisconsin,  east  to  Massachusetts,  south  to  Florida 
and  west  to  Texas.  They  generally  range  in  size  from  6,000  to  8.000  square  feet  and  most  are  operated  under  leases.  The  relatively 
small  store  size  permits  the  Company  to  open  new  stores  in  rural  areas  and  small  towns  as  well  as  in  large  urban  centers.  Within 
these  markets,  the  stores  are  located  in  shopping  centers  or  as  freestanding  buildings  convenient  to  the  Company’s  low  and 
low-middle  income  customer  base. 

During  the  fiscal  year  ended  August  31,  1991,  122  new  stores  were  opened  and  43  closed  to  bring  the  number  of  stores 
in  operation  at  fiscal  year-end  to  1,759.  By  the  end  of  the  current  fiscal  year  on  August  31.  1992,  Family  Dollar  expects  to  have 
approximately  1.879  stores  in  operation.  Since  the  opening  of  the  first  Family  Dollar  store  itt  1959,  the  store  expansion  program 
has  been  financed  entirely  with  internally  generated  funds,  and  the  Company  has  no  long-term  indebtedness. 

Family  Dollar  Stores.  Inc.  is  headquartered  in  Matthews.  North  Carolina,  just  outside  of  Charlotte.  The  Company 
has  been  a  publicly  held  corporation  since  1970.  and  its  Common  Stock  is  listed  on  the  New  York  Stock  Exchange  under 
the  ticker  symbol  FIX). 
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Financial  Highlights 

I  Will  N  l>OII. \H  STORKS.  INC  VNI)  SI  BSIDI VKIKS 


Years  hnderi  \ugiisi  3 1 . 

1991 

1990 

Percentage 
( change 

Net  Sales . 

.  $989,345,265 

$874,395,095 

13.1% 

Income  Before  Income  1  axes . 

.  63,725,889 

47,630.322 

be 

Income  Taxes . 

.  23,484.031 

18.897.177 

24.3 

Net  Income . 

40.241.858 

28.733. 1 45 

40. 1 

Net  Income  Per  ( Common  Share . 

.  $1.45 

$1.04 

39.4 

Dividends  Declared . 

.  $  11.960.851 

$  10.819.248 

10.6 

Dividends  Declared  Per  Common  Share . 

.  S.43 

$.39 

10.3 
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Letter  to 
Shareholders 


isral  1991  was  a  year  of  outstanding  achievement  for 
Family  Dollar.  During  a  period  w  hen  mam  retailers 
struggled  with  a  weak  economy.  Famih  Dollar  record- 
(‘(I  l lie  highest  sales  and  earnings  in  our  Company’s  32-year 
history.  I  he  fiscal  1991  operating  results  are  particularly 
satisfying  as  they  improve  upon  what  was  a  strong  performance 
in  fiscal  1990. 

1 I  igh  lights 

I  he  achievements  of  the  year  ended  August  31.  1991.  include: 

•  Sales  gains  of  13%.  including  a  7.5%  increase  in  existing 
store  sales,  above  sales  in  fiscal  1990 

•  Net  income  increase  of  40%,  with  a  39%  increase  in 
earnings  per  share  of  Common  Stock,  above  net  income 
and  earnings  per  share  in  fiscal  1990 

•  Net  return  on  sales  of  4. 1%  and  shareholders’  return 
on  average  equity  of  19.0%.  w  ith  shareholders’  equity 
exceeding  the  $200  million  mark 

•  Increase  in  cash  dividends  declared  per  share  of  Common 
Stock  of  10.3%  above  the  dividends  declared  in  fiscal  1990 

•  Net  addition  of  79  new  stores,  including  the  first  stores 

in  Nebraska,  to  increase  the  number  of  stores  in  operation 
at  fiscal  year-end  to  1.759  in  28  states  and  the  District 
of  ( Columbia 

•  Strengthening  of  the  Company's  financial  condition 
with  a  balance  sheet  that  continues  to  be  free  of  long¬ 
term  indebtedness 


"the  strong  safas  performance ,  together  with  continued 
improrement  in  the  gross  profit  margin ,  produced  the 
earnings  increase  of  40%  for  fiscal  1991 .  ” 


Fiscal  1991  Operating  Results 

Since  the  Company  introduced  an  "everyday  low  price**  polic\ 
in  fiscal  1987.  reducing  prices  on  a  w  ide  vanet\  of  merchandise, 
our  challenge  has  been  to  modify  our  merchandising  strategy  to 
achieve  a  satisfactorv  balance  between  sales  volume  and  the  return 
on  those  sales.  The  fiscal  1991  operating  results  provide  further 
evidence  that  we  are  successfully  meeting  this  challenge.  Sales 
for  the  fiscal  year  ended  August  31.  1991.  w  ere  $989,345,265. 
or  13%  above  sales  of  $874,395,095  for  fiscal  1990.  Net  income 
for  fiscal  1991  was  $40,241,858.  or  40%  above  net  income  of 
$28,733,145  a  year  ago.  and  earnings  per  share  increased  to 
SI. 45  for  fiscal  1991  compared  to  SI. 04  for  fiscal  1990. 

A  key  component  of  the  sales  increases  in  fiscal  1991  w  as 
the  improved  sales  performances  in  existing  stores.  Sales  in 
existing  stores  increased  7.5%  in  fiscal  1991.  follow  ing  a  7.7% 
increase  in  such  sales  in  fiscal  1990.  lb  maximize  its  salt's, 
ihe  ( bm pa nv  has  continued  to  emphasize  keeping  the  stores 
in  stock  with  basic  and  seasonal  merchandise.  Improved 
merchandise  assortments  and  aggressive  clearance  promotions 
also  produced  additional  sales  in  fiscal  1991  in  apparel 
categories  and  in  other  seasonal  merchandise. 


I  his  strong  salt's  performance,  together  with  continued 
improvement  in  die  gross  profit  margin,  produced  the  earnings 
increase  of  40%  for  fiscal  1991 .  I  lit'  earnings  gain  is  particu¬ 
larly  noteworthy  as  it  follows  an  earnings  increase  of  34% 
for  fiscal  1990.  I  he  gross  profit  margin  improvement  reflects 
the  success  of  programs  designed  to  raise  the  return  on  the 
( lompany’s  salt's  w  ithout  adversely  impacting  sales  volume. 

I  he  opportunistic  purchasing  of  merchandise  from  suppliers 
at  closeout  price's,  higher  salt's  of  Family  Dollar  priv  ate  label 
merchandise,  the  expansion  of  multi-zone  pricing  in  which 
different  prices  are  used  in  selected  locations  based  on 
competition  and  other  market  factors,  anti  adjustments 
in  the  merchandise  mix  to  focus  sales  on  higher  margin 
goods  all  favorably  impacted  the  gross  profit  margin. 

Financial  Condition 

Family  Dollar  continues  to  strengthen  its  financial  condition. 
In  fiscal  1991.  shareholders’  equity  exceeded  i lit'  $200  million 
mark,  increasing  S30. 2  million  to  $227.3  million,  working 
capital  increased  828. 3  million  to  $130.2  million  and  total 
assets  increasec  I  $44.2  million  to  8399.3  million. 

\t  a  time  when  many  companies  are  burdened  with 
heavy  debt  loads.  Family  Dollar's  balance  sheet  remains 
free  of  any  long-term  debt.  More  than  1.300  stores  have 
been  added  to  the  chain  in  the  Iasi  ten  fiscal  years,  and  this 
aggressive  expansion  program  has  been  accomplished  w  ithout 
incurring  any  long-term  debt.  I  here  also  was  no  short-term 
debt  outstanding  at  the  end  of  fiscal  1991. 

Dividend  Growth 

With  Family  Dollar  s  sound  financial  condition,  the  Board  of 
Directors  increased  the  quarterly  cash  dividend  declared  on 
tin'  Common  Stock  for  the  fifteenth  consecutive  year.  In  fiscal 
1991.  cash  div  idends  declared  per  share  of  Common  Stock 
increased  10.3%.  and  the  annual  rate  is  now  $.44  per  share. 

I  he  ( bmpany  *s  record  of  dividend  increases  has  been 
recognized  in  the  1991  edition  of  Moodv I  landbook  of  Dividend 
Achievers.  Moody  's  compiles  a  list  of  companies  that  have 
increased  their  payment  of  cash  div  idends  annually  for  at  least 
ten  consecutive  calendar  years.  I  he  companies  are  ranked  In 
div  idend  growth  rate  over  a  ten-year  period.  For  the  period 
1980-90.  of  more  than  9.700  publicly  held  companies  in 
Moody’s  equity  data  base.  Family  Dollar  ranked  fifteenth  with 
an  annual  dividend  growth  rate  during  that  period  of  20.6%. 

Store  Expansion 

family  Dollar’s  store  expansion  program  continues  to  be  a  major 
contributor  to  the  Company’s  growth  in  sales  and  earnings. 
During  fiscal  1991.  the  ( bmpany  opened  122  stores  and  closed 
43  stores  for  a  net  increase  of  79  stores  in  operation.  Nebraska 
was  added  to  the  list  of  states  in  w  hich  we  operate,  and  the 
largest  number  of ‘stores  were  opened  in  New  York  (10). 
Pennsylvania  ( 10).  lexas  ( 10)  and  Ohio  (9).  \l  fiscal  year-end 
on  \ugusi31.  1991.  1.759  stores  were  operating  in  28  slates 
and  the  I )istriet  of  ( lolumbia. 


Fiscal  1992  Outlook 

Fiscal  1992  w  ill  be  a  year  of  challenges  and  opportunities.  I  he 
challenges  are  found  in  an  economy  that  shows  little  evidence 
of  recovers  or  of  significant  grow  th  in  consumer  s| ending.  I  he 
opportunities  arise*  from  family  Dollar's  demonstrated  ability 
to  sustain  its  profitable  growth  in  difficult  economic  times. 


"tty  implementing  programs  such  ns  the  modified  store 
format  and  the  point-of-sale  register  information 
system ,  ire  build  upon  the  solid  foundation  of  our 
proren  merchandising  concept . M 


We  begin  w  ith  a  proven  merchandising  concept  that  has 
more  appeal  to  today's  value-conscious  consumer  than  ever 
before.  I  he  concept  has  incorporated  new  strategies  from  the 
"everyday  low  price”  policy  to  the  expanded  Family  Dollar 
private  label  program  to  the  multi-zone  pricing  policy:  but  it 
remains  basically  the  same  as  when  the  first  Family  Dollar  store 
opened  in  1959.  We  continue  to  operate  relatively  small  self- 
service  stores  with  no  frills  and  low  over  head,  and  sell  good 
quality,  low  cost,  basic  merchandise  for  family  and  home  needs, 
to  low  and  low-middle  income  consumers  on  a  eash-and-carrv 
basis  at  reasonably  modest  prices.  Through  the  implementation 
and  refinement  of  this  concept  over  more  than  30  years.  Family 
Dollar  has  secured  a  unique  niche  in  the  retail  marketplace 
that  continues  to  provide  opportunities  for  the  profitable  grow  th 
of  our  Company. 

Vs  part  of  our  efforts  to  realize  these  opportunities  in  fiscal 
1992.  Family  Dollar  again  w  ill  pursue  an  aggressive  expansion 
program.  Vie  currently  expect  to  open  approximately  160 
stores  and  close  up  to  approximately  *+0  stores,  for  a  not 
addition  of  120  stores.  This  would  bring  the  number  of  stores 
in  operation  at  August  31.  1992.  to  1.879.  Of  course,  these 
plans  are  subject  to  change  depending  on  developments  in 
the  economy  and  other  factors. 

The  continuing  store  expansion  program  places 
increasing  demands  on  our  distribution  facilities.  In  fiscal  1992. 
we  w  ill  complete  the  studies  that  have  been  undertaken  to 
evaluate  various  options  for  additional  distribution  capacity 
and  begin  to  implement  plans  to  expand  and  to  maximize 
the  efficiency  of  our  distribution  system. 

Our  Company's  plans  for  fiscal  1992  also  include  several 
exciting  new  programs  that  represent  investments  in  Family 
Dollar’s  future.  After  completing  an  extensive  testing  period, 
we  have  started  to  install  a  point-of-sale  register  information 
system  w  ith  scanners  in  our  stores.  ( Currently,  there  are  approx¬ 
imately  500  stores  operating  w  ith  (his  system,  and  the  installa¬ 
tion  in  all  stores  is  expected  to  be  completed  in  approximately 
18  months.  This  sy  stem  w  ill  increase  the  productivity  of  store 
personnel  and  provide  timely  and  accurate  information  of  item 
sales  movement  to  assist  us  in  effectively  merchandising  the 
stores  and  controlling  inventories. 


Peter  J.  //ares  Leon  Levine 


Another  program  that  holds  great  promise  for  fiscal  1992 
and  subsequent  years  is  a  modified  interior  store  layout  and 
merchandise  presentation.  \ll  stores  opening  this  year  will 
operate  in  this  modified  format,  and  a  limited  number  of  exist¬ 
ing  stores  also  will  be  converted.  The  modified  format  places 
increased  emphasis  on  apparel  and  other  soft  line  departments 
and  is  part  of  our  efforts  to  modestly  shift  the  merchandise  mix 
in  our  stores  to  higher  margin  categories.  By  implementing 
programs  such  as  the  modified  store  format  and  the  point- 
of-sale  register  information  system,  we  build  upon  the  solid 
foundation  of  our  proven  merchandising  concept. 

The  outstanding  operating  results  of  fiscal  1991  are 
attributable  to  the  talents,  loyalty  and  commitment  of  more 
than  13,000  Family  Dollar  employees.  As  we  enter  fiscal  1992— 
a  year  in  w  hich  we  will  exceed  the  $1  billion  level  in  sales— 
we  sincerely  thank  all  employers  for  their  dedicated  efforts 
in  building  a  company  that  is  a  leader  in  the  retail  industry. 
We  also  are  grateful  for  the  continued  support  of  our 
shareholders  and  vendors. 


Leon  Levine 
( Chairman  of  the  Board 
( lliief  Executive  Officer 


(  hief  Operating  Offici 


November  15.  1991 
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Merchandising 


The  merchandise  selection  includes 
clothing  and  shoes  for  the  entire 
family,  domestics ,  household 
products ,  health  and  beau  tv  aids, 
housewares,  toys,  stationery,  snack 
foods  and  automotive  supplies . 


During  Family  Dollars  32  years  of  operations,  retailers  have 
introduced  many  new  merchandising  concepts.  Some  have 
been  successful,  but  the  greatest  number  have  disappeared. 
Those  retailers  that  have  prospered  generally  have  developed 
a  niche  in  the  marketplace  that  differentiates  them  from  the 
competition.  With  the  niche  established,  they  have  efficiently 
executed  then  strategies  to  emerge  as  a  leader'  in  their  field. 
Family  Dollar  is  such  a  retailer. 


This  merchant 


The  merchandising  concept  that  has  served  f  amily 
Dollar  so  well  has  been  to  operate  small  self-service  stores, 
with  no  frills  and  low  overhead,  and  to  sell  good  quality,  low 
cost  basic  merchandise  for  family  and  home  needs  to  low  and 
low -middle  income  consumers  on  a  cash -and -cany  basis  at 
reasonably  modest  prices.  By  implementing  this  concept  and 
directing  ail  aspects  of  our  operations  toward  providing  these 
targeted  consumers  with  the  best  values  in  basic  merchandise. 
Family  Dollar  has  built  a  broad  base  of  satisfied  customers 
and  created  a  unique  niche  in  the  marketplace. 


Advertising  circulars  are  mailed 
directly  to  customers'  homes  or 
inserted  m  newspapers  generally 
twice  each  month . 


produce  sales  in 


this  year  from  dm 


as  Family  Dol 
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points  is  reinforced  by  this  maximum  price  Surat. 

The  small  size  of  the  stores  is  another  key  component 
of  the  concept  that  differentiates  Family  Dollar  from 
much  of  the  competition.  With  low  cost,  basic  mcr 
chandise  sold  in  a  no- frills,  self-service  environ¬ 
ment,  in  locations  convenient  to  low  and 
low- middle  income  consumers,  the  stores  operate 
as  neighborhood  discount  convenience  stores.  This 
merchandising  concept  will  produce  sales  in  excess 
of  $1  billion  this  year  from  more  than  1 ,800  stores, 
as  Family  Dollar  continues  its  profitable  growth. 


m 

-  A  >' 


WWM  f 

Family  Dollar  brand  label 
merchandise  offers  good  quality 
at  substantially  lower  prices  than 
nationally  advertised  brands. 


An  element  of  (he  merchandising  concept  that  sets  us 
apart  is  a  maximum  price  policy.  Substantially  all  merchandise 
currently  is  priced  at  $17.99  or  less.  This  policy  permits  our 
buyers  to  concentrate  Family  Dollar's  purchasing  power  on 
a  limited  number  of  items,  and  offers  our  customers  a  relatively 
broad  selection  of  basic  merchandise  within  a  narrow  range 
of  price  points.  'The  Company's  identity  with  our  customers 
as  the  discount  retailer  with  merchandise  at  the  lowest  price 


ising  concept  will 
excess  of  $1  billion 
re  than  1,800  stores, 
ar  continues  its 


le  growth.” 


Store 

Expansion 


Familv  Dollar’s  store  expansion  program  follows  a  time- 
tested  formula  for  rapid  and  profitable  growth.  I  or  more 
than  30  years,  die  Company  has  operated  relatively  small 
stores,  typically  ranging  in  size  from  0.000  to  8.000  square 
feet.  I  he  size  of  the  stores  enables  the  Company  to  locate 
them  in  small  tow  ns  and  rural  areas,  as  well  as  in  low  and 
low -middle  income  urban  markets,  without  having  to  bypass 
any  new  trade  areas.  I>\  this  clustering  ol  standardized  stores. 

Familv  Dollar  establishes  a  clear  identity  with  our  customers 
and  realizes  efficiencies  in  merchandise  replenishment, 
advertising  and  superv  isory  controls. 

I  he  stores  are  typically  freestanding  or  located  in 
shopping  centers  with  adequate  parking  facilities,  and  more 
than  90%  of  the  stores  are  operated  under  leases.  With  this 
emphasis  on  leasing,  the  Company  has  been  able  to  aggres¬ 
sively  pursue  the  store  expansion  program  and  secure  long¬ 
term  rights  to  locations  w  ithout  incurring  any  long-term 
debt.  I  he  addition  of  stores  one  unit  at  a  time,  rather  than 
through  major  acquisitions,  also  has  permitted  the  Company 
to  avoid  the  substantial  capital  expenditures  usually  associated 
with  rapid  expansion. 

“Family  Dollars 
program  follows  a 
for  rapid  and  pro 


While  these  expansion  strategies  have  been  consistently 
followed,  the  Companv  also  is  opportunistic  in  taking 
advantage  of  changing  real  estate  market  conditions.  In  the 
difficult  economic  conditions  of  recent  years,  most  of  (he  new 
stores  opened  in  existing,  previously  occupied  buildings  that 


were  converted  to  1  \  pical  hamib  Dollar  stores  and  leased 
on  Favorable  rental  terms.  I  he  ( Company’s  strong  financial 
condition,  with  no  long-term  debt,  will  permit  u*  to  continue 
to  take  advantage  of  these  opportunities. 

During  the  fiscal  year  ended  \ugust  31.  1991. 

122  stores  opened  and  43  stores  closed  for  a  net  addition 
of  79  stores.  In  the  current  fiscal  year,  the  pace  of 
expansion  will  accelerate  with  approximately  160  stores 
expected  to  open,  including  the  first  stores  in  New  Kngland 
markets,  and  approximately  40  stores  to  close.  By  the 
end  of  the  fiscal  year  on  August  31.  1992.  the  Company 
expects  to  have  1.879  stores  in  operation.  Proven 
expansion  strategies  and  the  opportunistic  pursuit 
of  new  locations  w  ill  continue  to  add  profitable 
new  stores  to  our  grow  ing  Company. 


store  expansion 
time-tested  formula 
fitable  growth.” 


Customers 


The  typical  family  Dollar 
customer  is  female,  between 
the  ages  of  25  and  */9.  and 
shops  for  a  family  with 
a  median  annual  income 
of  less  than  $25,000. 


Customer 

Profile 


Hirnily  Dollar  has  established  a  unique  niche  in  the  market¬ 
place  by  meeting  the  merchandise  needs  of  our  low  and  low  - 
middle  income  customer  base.  Marketing  surveys  reveal  that 
die  typical  hainily  Dollar  customer  is  a  female  who  shops  for 
a  family  with  a  median  annual  income  of  less  than  $25,000. 
and  in  many  cases  under  $15,000.  Customers  have  told  us 
that  their  main  reason  for  shopping  at  Family  Dollar  is  our 
low  prices  on  good  quality,  basic  merchandise.  In  the  difficult 
economy  of  recent  y  ears,  families  have  relied  on  Family 
Dollar  more  than  ever  to  provide  the  values  they  must 
have  to  stretch  their  limited  disposable  incomes. 

I  he  Company  s  merchandising  concept  prov  ides  our 
customer  base  with  good  values  in  basic  merchandise.  The 
‘'everyday  low  price"  policy  gives  customers  competitive  prices 
on  nationally  advertised  brand  merchandise.  This  merchandise 
is  supplemented  with  Family  Dollar  brand  label  products  that 
offer  comparable  quality  at  prices  substantially  below  those  of 
the  advertised  brands.  Opportunistic  purchases  at  discounted 
prices  of  first  quality  closeout  merchandise  and  manufacturers* 

imilv  Dollar's  low 

%) 

ncomc  customers 
Hiramiroachtom 


overruns  permit  us  to  pass  on  added  savings.  Special 
values  also  are  Featured  in  advertising  circulars  mailed 
directly  to  targeted  customers  homes  or  inserted  in 
newspapers  generally  tw  ice  each  month. 

Kamil v  Dollar  s  low  and  low  -middle  income 
customers  recognize  that  our  approach  to  merchandising 
provides  them  w  ith  good  values.  I  he  stores  are  small, 
self-service,  cash-and-carry,  standardized  operations 
with  no  frills  and  low  overhead.  I  he  location  of  the 
stores,  merchandise  selection  and  low  price  points  all 
are  focused  on  meeting  our  customers’  needs.  As  other 
retailers  continue  to  increase  the  size  of  their  stores 
and  sell  more  expensive  lines  of  merchandise,  family 
Dollar  offers  a  growing  segment  of  the  market 
a  real  alternative.  By  clearly  identifying  who  our 
customers  are  and  how  we  can  best  serve  them, 
our  Company  has  differentiated  itself  from  the 
competition  and  become  a  leader  in  the 
discount  store  industry. 


and  low-mid 


recognize  that 


Technology  plays  an  increasingly  important  role  at  Famib 
Dollar  in  giving  our  Company  a  competitive  edge  in  the 
marketplace.  Our  7  oO.OOO  square  foot,  automated  Distribution 
( lenter  in  Matthews.  North  Carolina,  incorporates  some  of 
the  latest  technological  advances  in  materials  handling. 
Merchandise  for  individual  stores  is  picked  from  slot  locations 
based  on  buyer-determined  inventory  reports  and  orders 
placed  directly  by  store  managers  using  electronic  hand-held 
computers.  More  than  6.2  miles  of  conveyors  cany  the  picked 
cases  ol  merchandise  to  a  central  merge  area.  There  the  cases 
pass  under  a  laser  scanner  which  reads  the  bar  code  labels 
on  each  case  at  the  rate  of  two  per  second.  The  scanner  diverts 
each  case  to  one  of  many  shipping  lanes,  each  of  w  hich  has 
a  telescoping  extension  directly  into  the  trailer  for  rapid 
loading.  Family  Dollar  s  modern  fleet  of  tractors  and  trailers, 
supplemented  by  common  and  contract  carriers,  then 
delivers  the  merchandise  to  each  store  on  a  weekly  basis. 


/  he  optical  disk 
system  is  a  cost- 
effective  means  of 
storing  and  ret  tier¬ 
ing  computerized 
information. 


Technology 


-mounted  data  terminals 
collect,  verify •  and  report  data  to 
proride  quality  controls  and 
increase  productivity. 


Family  Dollar's  tractors  are  equipped 
with  "Iripmaster"  computers  which 
monitor  fleet  operations  and  increase 
product  icily  by  tracking  fuel  mileage , 
maintenance  costs  and  scheduling. 


“Technology  plays 
important  role  at 
giving  our  Company 

in  the  mar 
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permit  the  daily  interchange  of 
important  information  between 
the  stores  and  the  ( 1 orporate  ( )JJice. 


Investments  in  technology  also  are  being  made  at 
the  store  level.  Sonic  years  ago.  personal  computers  were 
installed  in  all  stores  to  facilitate  communications  between 
the  stores  and  the  Corporate  Office.  The  computers  also 
represented  the  first  step  in  developing  a  point-of-sale 
register  information  system.  \s  of  November  1991. 
point-of-sale  registers  with  scanners  had  been  installed 
in  approximately  500  stores,  and  the  installation  in  all 
stores  is  expected  to  be  completed  by  the  summer  of 
1993.  This  svstem  w ill  provide  timely  and  accurate 
information  of  item  sales  movement  which  will  assist 
us  in  effectively  merchandising  (lit*  stores  and  controlling 
inventories.  The  productivity  of  store  personnel  also 
will  be  increased  by  the  elimination  or  reduction  of  such 
labor  intensive  tasks  as  the  manual  price  ticketing  of 
merchandise.  \s  Family  Dollar  pursues  its  aggressive 
expansion  plans,  the  point-of-sale  register  information 
svstem  and  other  innovations  in  technology7  represent 
a  sound  investment  in  the  Company  's  future. 


Locations 


Lamily  Dollar  has  expanded  rapidh  from  its  base  in  North 
Carolina  since  the  first  store  was  opened  in  Charlotte  in  1959. 
During  the  last  ten  fiscal  years  alone.  1,304  new  stores, 
representing  nearly  75%  of  die  store's  in  operation,  have 
been  added  to  the  chain.  Store  expansion  will  continue  to 
pla\  a  major  role  in  family  Dollar  s  profitable  grow  th  as 
the  Company  has  great  opportunities  for  expansion  in  it > 


Number  of 
Stores 

1-5 

■  6-20 

■  21-50 

■  51-99 

■  100  + 


NUMBER  OF  STORES 

Fiscal  Year  Ended  August  31 , 

H  New  Stores 
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\ppro.vimate  square  feet  of  total  sfxice 
in  stores  opemlin^  as  of  Xovember  I : 


existing  29-state  territory  and  in  the  rest  of  the  l  nited  States. 
Plans  for  fiscal  1992  are  to  open  approximately  160  stores 
and  close  up  to  approximately  -+0  stores,  to  bring  the  number 
of  stores  in  operation  to  1.879  h\  \ngtist  21.  1992.  Such 
plans  are  subject  to  change  hast'd  on  developments  in  the 
economy  and  other  factors. 


liU*  great 
for  expansion  in 


Wisconsin 

17 


Pennsylvania 


Delaware 


-state  territory 

of  the 


New  York 


v 

Washin 


Virginia 

106 


Kentucky 

79 


North  Carolina 
212 


Tennessee 

96 


South  Carotina 
104 


Oklahoma 

34 


Arkansas 

39 


Georgia 

154 


Alabama 

94 


Mississippi 

56 


Louisiana 

79 


Texas 

102 


Florida 

96 


Nebraska 

3 

_ 

/  here  iren 

... .  • 

?  1J73 

.stiff  es  in  -  '  .stint’* 

and  the  District 

of  Columbia  as  of 

Kansas 

\orernber 

i5,  mi. 
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Management’s  Discussion 
and  Analysis  of  Financial 
Condition  and  Results  of 
Operations 

Net  Sales 

Net  sales  increased  approximate!)  13.1%  ($1 1 4.950.000)  in  fiscal 
1991  coin  pared  with  fiscal  1990,  and  approximately  15.5% 

($1 17.508,000)  in  fiscal  1990  compared  with  fiscal  1989.  Hie  sales 
increases  in  fiscal  1991  and  fiscal  1990  were  attributable  to  improved 
sales  performances  in  existing  stores  and  to  the  increase  in  the  number 
of  stores  in  operation. 

Comparable  store  sales  increased  approximately  7.5%  in  fiscal 
1991  and  7.7%  in  fiscal  1990,  as  compared  with  the  respectiv  e  prior 
years.  I  he  comparable  store  sales  improvements  in  fiscal  1991  and 
fiscal  1990  resulted  in  part  from  improvement  of  store  in-stock  posi¬ 
tions  of  basic  and  seasonal  merchandise.  In  addition,  fiscal  1990  sales 
gains  in  comparable  stores  resulted  from  more  aggressive  advertis¬ 
ing  and  promotional  programs,  especially  on  consumable  and  other 
hardline  merchandise.  In  fiscal  1991.  improved  merchandise  assortments 
and  aggressive  clearance  promotions  resulted  in  sales  improvements  in 
apparel  categories  and  other  seasonal  merchandise.  While  the  weak 
economic  conditions  that  prevailed  during  fiscal  1991  and  fiscal 
1990  generally  adversely  impacted  retailers'  sales,  such  impact  on 
the  Company  s  sales  may  have  been  offset  bv  additional  sales  in  the 
( Company  s  stores  to  customers  pursuing  discount  store  v  alues  in 
such  an  economy. 

During  fiscal  1991.  the  Company  opened  122  stores  and  closed 
43  stores  fora  net  addition  of  79  stores,  compared  with  the  opening 
of  122  stores  and  closing  of  22  stores  for  a  net  addition  of  100  stores 

Summary  of  Selected  Financial  Data 


WORKING  CAPITAL 

(Miliums  of  Dollars) 


136.2 


107.9 


67.5 


58.6 


43.9 


33.5 


87.2 
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Wars  hndcd  August  31. 

1991 

1990 

1989 

Net  sales . 

$989,345,265 

$874,395,095 

$756,886,681 

( lost  of  sales  and  operatin';  expenses . 

925,619.376 

826.764.773 

721.799,222 

Income  before  income  taxes . 

63,725.889 

47,630.322 

35.087.459 

Income  taxes . 

23.484.031 

18.897,177 
28.733,1 45 

13.570  222 

Net  income . 

40,241,858 

21.517,237 

Net  income  per  common  share . 

$1.45 

$1.04 

$.78 

Div  idends  declared . 

S  11.960.851 

$  10.819,248 

$  9,709,104 

Dividends  declared  per  common  share . 

$.43 

$.39 

$.35 

lotal  assets . 

$399,271,302 

$.355,096,527 

$.324,012,452 

Working  capital . 

$136,207,278 

$107,879,235 

$  87,228,450 

Shareholders  equity . 

$227.31 9.970 

$197,076,663 

$179,135,552 

In  fiscal  1W1.  ihc  ( lompanv  reclassified  items  in  its  consolidated  statements  of  income, 
this  reclassification  impacted  cost  of  sales  and  operating  expenses  hut  had  no  impact 

and  amounts  lor  prior  fiscal  ve, 
on  income  hclorc  income  taxi 

ars  were  reclassified 
s  or  on  net  income. 

on  a  comparable  basis. 
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during  fiscal  1W0.  TheTomparn  increased  its  closings  of 
unprofitable  store  locations  with  the  objective  of  increasing 
earnings  at  a  rate  faster  than  the  growth  in  net  store  additions. 
The  ( lompany  currently  plans  to  open  approximately  160  stores 
and  close  up  to  approximate!)  •+()  stores  fora  net  addition  of 
120  stores  during  fiscal  1002.  New  store  opening  and  closing 
plans  are  continuously  reviewed  and  are  subject  to  change 
depending  on  developments  in  the  economy  and  other  factors. 

Cost  of  Sales  and  Margin 

Cost  of  sales  increased  approximately  1 1%  ($65,512,000) 
in  fiscal  1991  compared  with  fiscal  1990,  and  approximately 
15%  ($72,607,000)  in  fiscal  1990  compared  with  fiscal  1989. 


TOTAL  ASSETS 

( Millions  of  Dollars) 

355.1 

324.0 

290.7 

242.0 

21 7.4 

177.4 

137.5 

113.2 

86.6 
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These  increases  primarily  reflected  the  additional  sales  volume 
in  each  of  the  years.  Cost  of  sales,  as  a  percentage  ol  net  sales, 
w  as  64.3%  m  fiscal  1991, 65.3%  in  fiscal  1990.  and  65.8%  in 
fiscal  1989.  The  decreases  in  the  cost  of  sales  percentages  lor 
both  fiscal  years  1991  and  1990  compared  w  ith  the  respective 
prior  years,  and  the  corresponding  improvements  in  gross  mar¬ 
gin  percentages  to  35.7%  and  34.7%  from  34.2%.  respectively, 
were  due  in  part  to  opportunistic  purchasing  from  suppliers  at 
closeout  prices,  higher  sales  of  private  label  merchandise,  and 
the  effect  of  multi-zone  pricing  in  which  different  prices  are 
used  in  selected  markets  and  locations.  In  addition,  a  part  of 
the  margin  improvement  for  fiscal  1991  was  due  to  the  sales 
growt  h  in  the  higher  margin  apparel  and  soft  lint*  departments. 
The  improvement  in  the  gross  margin  rate  in  fiscal  1990  com¬ 
pared  w  ith  fiscal  1989  was  also  due  to  a  reduction  in  the  level 
of  clearance  markdowns  taken  during  fiscal  1989.  The  Company 
examines  its  merchandising  programs  on  an  ongoing  basis, 
with  a  goal  of  maximizing  gross  profit  dollars  through  mer¬ 
chandise*  mix  adjustments,  private  label  products,  selected 
price  changes  based  on  competitive  market  conditions,  and 
buying  improvements. 

Selling,  General  and  Administrative  Expenses 

Selling,  general  and  administrative  expenses  increased  approx¬ 
imately  13%  ($33,342,000)  in  fiscal  1991  compared  w  ith  fiscal 
1990,  and  approximately  14%  ($32,359,000)  in  fiscal  1990 
compared  with  fiscal  1989.  The  increases  were  attributable 
to  additional  costs  arising  from  the  continued  growth  in  the 
number  of  stores  in  operation,  and  to  increased  costs  of 
operating  existing  stores.  Vs  a  percentage  of  net  sale's,  selling, 
general  and  administrative  expenses  were  29.3%  in  fiscal  1991 
and  fiscal  1990,  and  29.6%  in  fiscal  1989.  The  percentage 
remained  unchanged  for  fiscal  1991  primarily  due  to  strong 
salt's  increases  in  the  existing  stores,  offset  by  increased  store' 
payroll  costs  resulting  from  legislated  increases  in  minimum 
w  age  rates.  The  decrease  for  fiscal  1990  was  primarily  due 
to  strong  salt's  increases  in  existing  stores  w  ith  comparatively 
smaller  increases  in  advertising  cost,  store*  payroll  and  occu¬ 
pancy  costs.  Selling,  general  and  administrative  expenses 
were  net  of  interest  income  of  $891,578  in  fiscal  1991. 
$133,287  in  fiscal  1990  and  $74,890  in  fiscal  1989. 


1988 

1987 

1986 

1985 

1984 

1983 

1982 

$669,493,241 

$560,339,004 

$487,734,841 

$410,088,400 

$340,919,236 

$264,440,407 

$207,419,020 

625,314.31 1 

5 1 3,556. 1 72 

430,195,740 

358,083.123 

296.442,991 

234,203,245 

187.047.417 

44.178,930 

46.782.832 

57.539.101 

52,005.277 

44.476.245 

30.237.162 

20,371.603 

16.845,017 

21.980.400 

27.028,574 

23,998.341 

20.918.918 

14,510.582 

9.676.196 

27.333.913 

24.802.432 

30.510.527 

28.006.936 

23.557.327 

15.726.580 

10.695.407 

$.98 

$.8(i 

$1.06 

$.98 

$.83 

$.55 

$.38 

$  8.620,700 

$  7,835,285 

$  6.652,787 

S  5,367.729 

$  3,338,126 

$  2.651,574 

$  2.226.431 

$.31 

$.27 

$.23 

$.18-, 

$.11% 

$.09% 

$.08 

S290.720.223 

S242.005.537 

$217,357,689 

$177,382,720 

$137,513,770 

$1 13,21 1.892 

$  86.610.803 

$  78,870.930 

$  83.876,967 

$  81.232.316 

$  67.483.824 

S  58.573.995 

$  43,859.027 

$  33.532.953 

$167,305,094 

$159,571,825 

$141,293,677 

$115,678,159 

$  90.999.459 

$  69.956.528 

$  54.979.449 

Income  "faxes 

Income  taxes  increased  approximately  24%  ($4,587,000)  in 
fiscal  1991  compared  with  fiscal  1990.  and  approximately 
39%  ($5,327,000)  in  fiscal  1990  compared  with  fiscal  1989.* 

I  lie  increases  between  the  years  were  primarily  due  to  the 
increases  in  pre-tax  earnings.  The  effective  tax  rate  was  30.9% 
in  fiscal  1991. 39.7%  in  fiscal  1990  and  38.7%  in  fiscal  1989. 

I  he  changes  in  the  effective  tax  rates  during  fiscal  1991  and 
fiscal  1990  were  primarily  due  to  changes  in  state  income  taxes 
and.  for  fiscal  1991  compared  w  ith  fiscal  1990.  to  a  lesser  extent 
due  to  tax-exempt  interest  income. 

I  he  Financial  Accounting  Standards  Board  has  issued 
Statement  of  Financial  Accounting  Standards  (SFVS)  No.  96, 
Vccounting  for  Income  faxes,  and  an  exposure  draft  propos¬ 
ing  to  modify  certain  of  its  prov  isions,  w  hich  the  Company 
would  be  required  to  adopt  by  fiscal  1993.  Based  on  the 
application  of  current  federal  income  tax  rates,  the  principal 
impact  o(  adopting  SI  AS  No.  96  is  expected  to  lie  a  reduction 
of  the  Company's  deferred  tax  liability  by  approximately 
Sl.OOO.OOO.  I  he  impact  of  applying  this  new  standard  on 
the  ( Company's  ongoing  results  of  operations  is  not  expected 
to  be  material,  except  for  the  impact  which  would  result 
from  adjusting  deferred  tax  balance  sheet  items  for  future 
changes,  if  any.  in  statutory  tax  rates.  The  Company  has 
made  no  decision  regarding  the  timing  of  its  implementation 
of  t  his  new  accounting  standard. 

I  ii  llcition 

The  Company  is  impacted  by  changes  in  the  price  level  of 
its  merchandise  and  operating  expenses.  Due  to  the  nature 
of  the  Company’s  merchandise,  sales  increases  have  generally 
incorporated  an  inflation  factor  which  the  Company  believes 
neither  exceeds  nor  is  significantly  lower  than  general  inflation 
trends.  The  Company  attempts  to  combat  inflation  in  ihe 
cost  of  its  merchandise  by  shifting  its  source  of  supply  to  other 
vendors  or  other  countries,  or  by  changing  merchandise  assort¬ 
ments.  I  he  ( kimpany's  operating  expenses  also  tend  to  rise1 
with  general  inflation.  Specific  inflation  events  that  the 
Company  has  experienced  in  recent  years  include  legislated 
minimum  wage  increases  affecting  fiscal  1990  through  fiscal 
1992  which  directly  or  indirectly  impact  a  substantial  portion 
of  the  Company's  store  employees,  rapid  increases  in  medical 
and  casualty  loss/insurance  costs  associated  with  employee 
benefits,  an  increase  in  fiscal  1990  and  fiscal  1991  in  lower- 
priced  close-out  merchandise  due  to  general  economic  weak¬ 
ness  (which  may  become  less  available  when  economic 
conditions  improve4),  and  a  general  softening  of  real  estate 
values.  I  he  Company  is  undertaking  programs  to  increase 


labor  productivity,  improve  safety  conditions  and  reduce 
insurance  claims  costs  as  means  to  combat  inflation. 

Liquidity  and  Capital  Resources 

Working  capital  liquidity  at  August  31.  1991  and  1990. 
was  as  follows: 

1991  1990 

( iiirrent  assets  to 

current  liabilities  1.9  to  1  1.8  to  1 

Working  capital  $136,207,278  $107,879,235 

I  he  Company  has  consistently  maintained  a  strong 
position  ol  liquidity  and  has  the  financial  strength  to  meet  its 
regular  operating  needs,  cash  dividend  payments  and  store 
unit  expansion  program.  I  he  cash  flow  and  earnings  generated 
from  the  ( Company  s  operations,  together  with  available  excess 
cash  invested  in  short-term  securities,  are  its  primary  source 
ol  liquidity.  In  addition,  the  Company  maintains  a  $50,000,000 
unsecured  bank  line  of  credit  for  short-term,  seasonal  financ¬ 
ing.  During  fiscal  1991.  the  Company  financed  capital  expendi¬ 
tures  and  the  increase  in  merchandise  inventories  from  cash 
generated  by  operations,  including  increases  in  vendor  trade 
payables.  I  he  8%  increase  in  inv  entories  during  fiscal  1991 
was  due  to  the  required  inventory  investment  for  79  net 
additional  stores  (a  5%  increase  in  stores  at  year-end),  and 
to  an  increase  in  inventory  levels  in  existing  stores  during  the 
year.  I  here  were  no  long-term  borrow  ings  during  fiscal  1991 . 

Currently  planned  capital  expenditures  for  fiscal  1992 
total  approximately  S25  million,  div  ided  approximately  equally 
between  expansion  and  existing  facilities.  Approximately  one- 
half  of  planned  capital  expenditures  in  existing  facilities  will 
be  related  to  installation  of  point-of-sale  registers  in  more 
than  half  of  the  Company's  stores.  Store  expansion  will  also 
require  additional  investment  in  merchandise  inventories. 

I  he  Company  occupies  most  of  its  stores  under  operating 
leases.  In  addition,  tin4  Company  is  considering  options  for 
expanding  its  distribution  operations  and  maximizing  the 
efficiency  of  such  operations.  Capital  spending  plans,  includ¬ 
ing  store  expansion,  are  continuously  reviewed  and  are  sub¬ 
ject  to  change  depending  on  developments  in  the  economy 
and  other  factors.  Cash  flow  from  current  operations  and 
any  necessary  short-term  borrow  ings  for  seasonal  needs 
are  expected  to  be  sufficient  to  meet,  all  foreseeable  liquidity 
and  capital  resource  needs  in  both  the  short-term  and  tin4 
long-term,  including  financing  of  expansion  and  other  capital 
spending  programs.  No  long-term  borrowings  are  now 
expected  to  be  required  during  fiscal  1992  or  immediately 
subsequent  periods. 


Hlarket  Price 

and  Dividend  Information 

family  Dollar’s  Common  Stock  is  traded  on  the  New  York 
Stock  Fxchange  under  the  ticker  sy  mbol  I  DO  \t  November 
1.  1991  there  were  approximately  2.720  holders  of  record  of 
lilt*  ( Common  Stock.  The  accompany  ing  tallies  give4  the  high 
and  low  sales  prices  of  the  Common  Stock  and  die  dividends 
declared  for  each  quarter  of  fiscal  1990  and  1991. 


market  Prices  and  Dividends 


1990 

1  ligli 

1  ,ow 

Dividend 

First  Quarter 

$13.63 

S  9.75 

$.09 

Second  Quarter 

11.00 

9.63 

.10 

Third  Quarter 

13.25 

10.88 

.10 

Fourth  Quarter 

15.25 

10.88 

.10 

1991 

1  ligli 

1  .( >\v 

Dividend 

f  irst  Quarter 

$12.00 

$8.88 

$.10 

Second  Quarter 

15.50 

10.13 

.11 

1  bird  Quarter 

23.25 

1  -1.00 

.11 

Fourth  Quarter 

27.38 

22.00 

.11 
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Consolidated 
Statements  of  Income 

I  Will. \  1)01  JAR  STORKS.  I\'<  .  VM)  SI  BSIDIAKII.S 


Years  handed  August  31. 

1991 

1990 

1989 

Net  sales . 

.  $989,345,265 

$874,395,095 

$756,886,681 

Costs  and  expenses: 

570,637.016 

256, 1 27,757 

498.030.489 

Selling,  general  and  administrative 

(Notes  6  and  7) . 

289,469.910 

223,768.733 

925,619.376 

826,764,773 

721.799  222 

Income  before  income  taxes . 

Income  taxes  (Note  5) . 

.  63,725,889 

.  23.484.031 

47.630,322 

18,897,177 

35,087.459 

13,570.222 

Net  income . 

.  $  40.241.858 

$  28,733,145 

$  21,517.237 

Net  income  per  common  share  (Note 9) . 

.  $1.45 

$1.04 

$.78 

Weighted  average  number  of  shares  outstanding 

during  each  Year  (Note 9) . 

27,792,672 

27.74 1.2 12 

27.740.133 

I  lie  accompanying  notes  are  an  integral  part  of  the  consolidated  financial  statements. 


Consolidated 
Balance  Sheets 

I  will  A  1)01  I AR  SI  OKI  S.  |\<  VM)  SI  BS||)| \KII  S 


Aii^iisi  31.  1991 

ASSISTS 

(  Current  assets: 

( lash  and  cash  equivalents .  $  25.030,409 

Merchandise  inventories .  258.937,763 

Deferred  income  taxes  (Note  5) .  7,139,460 

Prepayments  and  other  current  assets .  2,620.899 

I ( )tal  current  assets .  293,728.53 1 

Property  and  equipment  (Note  2) .  103.234,335 

Otlie  r  assets .  2.308.436 


$399,271,302 


EIABII JTIES  AM)  SI IAREI lOLDKRS’  EQUITY 


Current  liabilities: 

Note  payable  (Note  3) .  S  - 

\cc< Hints  payable .  11 8.900.354 

Vccrued  liabilities  (Note  *+) .  34.742.698 

Income  taxes  (Note  5) .  3.878.20 1 

Total  current  liabilities .  157.52 1 ,253 

Deferred  income  taxes  (Note  5) .  14.430,079 

( Commitments  (Note  7) 


Shareholder*"  equip  (Note  8): 

Preferred  slock.  $1  par:  authorized  and  unissued  500.000  shares 


Common  slock,  $.10  par;  authorized  120.000.000  shares  .  2.960.658 

( Capital  in  excess  of  par .  8.904. 1 58 

Retained  earnings .  226,804.422 

238,669.238 

I  .ess  common  stock  held  in  treason,  at  cost .  .  11.349.268 

227.319.970 


S399.271.302 


I  hr  accnmpam  i r i "  notes  arc  an  integral  pan  of  ihr  consolidated  financial  statements. 


1990 


$  -+,622.612 
239,476.2-8) 
4,932,381 
2.685.248 

251.716.481 

102.173.901 

1.206,145 

$355,096,527 


$  12.200.000 
102,377.024 
25. 1 92.672 
4.067.550 

14.3.837,246 

14.182.618 


2.946.947 

6.955.569 

198.523.415 

208.425,931 
1 1.349.268 

197.076.663 

$.355,096,527 


Consolidated  Statements 
of  Shareholders9  Equity 

I  Will  A  DOLIAR  STORKS.  INC.  VM)Sl  BSIDLXRIKS 


Yeans  Kmled  Kugust  31.  1991.  1  WO  and  1989 

Balance,  September  1,  1988 
(29.465,212  shares  common  stock: 

1.726.41 1  shares  treasury  stock) . 

Net  income  for  the  year . 

Issuance  of  1 .600  common  shares  under  employee 

stock  option  plan,  including  tax  benefits  (Note  8) . 

I  .ess  dividends  on  common  stock.  $.35  per  share . 

Balance.  August  31.  1989 
(29,466.812  slum's  common  stock: 

1.726.41 1  shares  treasury  st(x  k) . 

Net  income  for  the  year . 

Issuance  of  2,660  common  shares  under  employe!' 

stock  option  plan,  including  tax  benefits  (Note  8) . 

I  jess  dividends  on  common  stock.  $.39  per  share . 

Balance,  August  31,  1990 
(29.469,472  shares  common  stock: 

1.726.41 1  shares  treasury  stock) . 

Net  income  for  the  year . 

Issuance  of  137.1 10  common  shares  under  employee 

slock  option  plan,  including  tax  benefits  (Note  8) . 

Less  dividends  on  common  stock.  $.43  per  share . 

Balance.  August  31.  1991 
(29,606,582  shares  common  stock: 

1.726.41 1  shares  treasury  stock) . 


( Ion  linen 
stock 

( Capital 
in  excess 
of  par 

Retained 

earnings 

Treasury 

stexk 

$2,046,521 

$6,606,456 

$168,801,385 

$1 1.346.268 

21.517.237 

160 

22.165 

(9.709.104) 

2.646.681 

6.628.621 

180.609.518 

1 1.346.268 

28.733.145 

266 

26.648 

( 10.810.248) 

2.946.64? 

6.955.569 

108.523.4 15 

1 1.349.268 

40.24 1.858 

13,711 

1.648.586 

(11,960.851) 

$2,960,658 

$8,604,158 

S226.804.422 

$11,349,268 

The  accompanying  notes  arc  an  integral  part  of  the  consolidated  financial  statements. 


Consolidated  Statements 
of  Cash  Flows 

» Will  N  1)01  \  \K  STORKS.  INC.  VM)  SI  IISIDLXRIhS 


Nears  1  aided  August  31. 

1991 

1990 

1989 

( lash  (lows  from  operating  activities: 

Net  income . 

$40,241,858 

$  28.733. 1 45 

$21,517,237 

Vcljuslments  to  reconcile  net  income  to  net  cash 
provided  by  operating  activities: 

Depreciation  and  amortization . 

13.080,381 

12.680.031 

1 1.966.289 

Deferred  income  taxes . 

(1,959,618) 

( 1 .006.805) 

2.028.265 

Loss  (gain)  on  disposition  of  property  and  equipment . 

377.043 

88.947 

(42.303) 

Increase  in  inventories . 

(19.461,523) 

(27.120,845) 

(33.487.937) 

Decrease  in  prepay  ments  and  other  current  assets  . 

64,349 

754,271 

532.593 

(Increase)  decrease  in  other  assets . 

(1,102,291) 

1 15.243 

(4.765) 

Increase  in  accounts  payable  and  accrued  liabilities . 

25.780,020 

9.556.404 

24.542.998 

Increase  (decrease)  in  income  taxes  payable . 

(189.349) 

4.067.550 

(489.861) 

Decrease  in  noncurrent  income  taxes  payable . 

.... 

(431.533) 

(297.517) 

56.830.870 

27.436.408 

26.264.999 

( lash  (lows  from  investing  activities: 

( capital  expenditures . 

(14.840.920) 

(12.477.254) 

( 18.296.022) 

Proceeds  from  dispositions  of  property7  and  equipment . 

323.062 

1,261,373 

472.705 

(14,517.858) 

(11.215,881) 

( 1 7.823.3 1 7) 

Cash  (lows  from  financing  activities: 

Net  change  in  borrowings  under  bank  lint*  of  credit . 

(12.200.000) 

(1 .800,000) 

(5,300,000) 

Kxercise  of  employ  ee  stock  options,  including  tax  benefits . 

1,962.300 

27.214 

22,325 

Pay  ment  of  dividends . 

( 1 1,667,515) 

(10,541,572) 

(9.431.628) 

(21.905.215) 

(12.314.358) 

( 1 4.709.303) 

Net  increase  (decrease)  in  cash  and  cash  equiv  alents . 

20.407.797 

3,906,169 

(6,267,62 1 ) 

( lash  and  cash  equivalents  at  beginning  of  y  ear . 

4,622.612 

716.443 

6.984,064 

( lash  and  cash  equivalents  at  end  of  year . 

S  25.030.409 

$  4.622.612 

$  716.443 

Supplemental  disclosures  of  cash  flow  information: 

( lash  paid  during  the  year  for: 

Interest . 

$  411.811 

S  1.301,385 

$  1.755.185 

Income  taxes . 

25.213,008 

15.854.788 

12.877,824 

I  he  accompanying  noles  are  an  integral  part  of  the  consolidated  financial  statcmcntx 
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Notes  to  Consolidated 
Financial  Statements 

I  Will  \  DON  AR  STORKS.  INC.  VNI)  SI  BSIDIARIKS 
MARS  KNDKI)  U  (.1  SI  31.  1991.  1990  VM)  1989 


1.  Description  of  business  and  summary  of  significant 
accounting  policies: 

Description  of  business: 

I  he  Company  operates  a  chain  of  self-service  retail 
discount  stores. 

Principles  of  consolidation: 

The  consolidated  financial  statements  include  the  accounts 
of  the  Company  and  its  subsidiaries,  all  of  which  are 
whollv-owned.  \ll  significant  intercompany  balances 
and  transactions  have  been  eliminated. 

Cash  equivalents: 

I  he  Company  considers  all  highly  liquid  investments  with 
a  maturity  of  three  months  or  less  to  be  cash  equivalents. 

I  lerchanclise  inventories: 

Inventories  are  valued  using  retail  prices  less  markon 
percentages,  which  approximates  the  lower  of  first -in. 
first-out  (FIFO)  cost  or  market. 

Properly  and  equipment  and  depreciation: 

Property  and  equipment  is  stated  at  cost.  Depreciation  lor 
financial  reporting  purposes  is  being  provided  principally 
bv  the  straight-line  method  over  the  estimated  useful  lives 
of  the  related  assets,  and  by  straight-line  and  accelerated 
methods  for  income  tax  reporting  purposes. 

Pre-opening  costs: 

The  Company  charges  pre-opening  costs  against 
operating  results  when  incurred. 

declassification: 

In  fiscal  1991.  the  Company  reclassified  items  in  its  con¬ 
solidated  financial  statements,  primarily  to  better  conform 
with  retail  industry  practices.  Amounts  for  prior  fiscal 
y  ears  have  been  reclassified  on  a  comparable  basis  to  the 
current  presentation.  This  reclassification  had  no  impact 
on  reported  income  before  income  taxes  or  on  net  income. 

2.  Property  and  equipment: 


\ugusi  31. 


1991 

1990 

Buildings . 

S  42,845,046 

$  42,211.1 15 

Tnrnitun*.  fixtures  and  equipment 

94*305,089 

84.199.509 

Iran  spoliation  equipment . 

13,118,987 

12.640.724 

Leasehold  improvements . 

13.940,971 

13.196.737 

1  .ess  accumulated  depreciation 

164.210.093 

152.2-t8.085 

and  amortization . 

69.868.975 

58.970.023 

94.341,118 

93.278.062 

Land . 

8,893,217 

8,895.839 

$103,234,335 

$102,173,901 

3.  Line  of  credit  and  short-term  borrowings: 

The  Company  has  an  unsecured  bank  line  of  credit  for  short¬ 
term  revolving  borrow  ings  of  up  to  $50,000,000  w  hich  expires 
at  February  28.  1993.  These  borrow  ings  are  at  a  variable 
interest  rate  equal  to  the  low  er  of  the  bank  s  prime  interest 
rate  ora  rate  based  on  short-term  market  interest  rates.  The 
Company  mav  convert  up  to  $30,000,000  of  the  line  o(  credit 
into  either  a  five,  seven,  or  nine  year  term  loan,  at  the  bank  s 
variable  prime  rate. 

Interest  expense,  borrowings  outstanding  and  interest  rates 
under  the  line  of  credit  for  each  of  the  three  years  in  the  period 
ended  August  31.  1991.  were  as  follows: 


1991 

1990 

1989 

Interest  expense . 

\verage  borrowings 

S  408,727 

S  1.064.852 

$  1,658,346 

outstanding . 

Maximum  month-end 

$  4.595,000 

$10,774,000 

$15,653,000 

outstanding . 

$26,200,000 

$34,900,000 

$30,300,000 

Interest  rate  at 

vear-end . 

Daily  weighted  average 

6.6% 

9.1% 

10.1% 

interest  rates . 

8.7% 

9.9% 

10.4% 

4.  Accrued  liabilities: 

August  31, 

1991 

1990 

Pavroll . 

Deferred  business 

810,331.515 

$  9.662.755 

insurance  premiums. 

11.843.076 

6,138,780 

Taxes  other  than  income  taxes . 

8.754,595 

6.674,910 

Other . 

3.813,512 

2,716,227 

S34.742.698 

$25,102,672 

5.  Income  taxes: 

1  he  provisions  for 

income  taxes  were  as  follows: 

1991 

1990 

1989 

( iUrrent : 

Federal . 

$21,907,460 

$15,802,894 

$  8,936,910 

State . 

3.536.189 

4,101,088 

2.605,047 

25.443.649 

19.903.982 

1 1.541.957 

Deferred : 

Federal . 

(1.895.991) 

(834.911) 

1.965.878 

State . 

(63.627) 

(171,894) 

62,387 

(1.959.618) 

( 1 .006.805) 

2,028,265 

S23.484.031 

$18,897,177 

$13,570,222 
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I  hr  deferred  prov  ision  For  income  taxes  results  from  timing  differences  in  the  recognition  of  revenue  and  expense  for  tax 
and  financial  statement  reporting  purposes.  I  he  sources  of  these  differences  in  each  of  the  three  years  in  die  period  ended 
\ugusi  31.  1991.  were  as  follows: 


1991 

1990 

1989 

1  wees*  of  tax  over  book  depreciation . 

Kxct'ss  of  tax  over  book  v  aluation  of  inventory . 

Deferred  business  insurance  premiums  accrued  but  not  currently  deductible . 

Deferred  incentive  compensation  (Note  6) . 

( -lust'd  store  lease  liabilities  accrued  blit  not  current Iv  deductible . 

Other . 

(887.016) 

.  (108.902) 

.  (945,016) 

$  1.472.867 
(592.159) 
(1.170.01.3) 
(717.500) 

$2,728,675 

(700.410) 

$(1,959,618) 

$(1,006,805) 

$2,028,265 

I  lie  following  tables  summarize  the  components  of  income  tax  expense: 


1991 

1990 

1989 

% 

% 

% 

Income  tax  of  pre-tax 

Income  tax  of  pre-tax 

Income  lax  of  pre-tax 

expense  income 

expense  income 

expense  income 

Computed  "’expected"  f  ederal  income  tax . 

State  income  taxes,  net  of  Federal  income  tax  benefit . 

Other . 

.  S2 1.666.802 

.  2.291.891 

(474.662) 

34.0 

3.6 
(  -7) 

SI  6. 194,310 
2.593,268 
109.599 

34.0 

5.5 

0.2 

$1 1.929.786 

1 .760.507 
(120.021) 

34.0 

5.0 

(.3) 

Actual  income  tax  expense . 

.  $23,484,031 

36.9 

$18,897.17? 

39.7 

$13,570,222 

38.7 

6.  Employee  benefit  plans: 

Incentive  compensation  plan: 

I  he  Company  has  an  incentive  profit-sharing  plan  whereby, 
at  the  discretion  of  the  Board  of  Directors,  the  Company 
may  pay  certain  employee's  and  officers  an  aggregate 
amount  not  to  exceed  5%  of  the  Company's  consolidated 
income  before  income  taxes.  Kxpenses  under  the  profit- 
sharing  plan  were  $1,995,379  in  fiscal  1991.  $2,061,393 
in  fiscal  1990.  and  none  in  fiscal  1989. 

C  ompensation  deferral  plan: 

I  he  Company  has  a  voluntary  compensation  deferral 
plan,  under  Section  4()l(k)  of  the  Internal  Revenue  Code, 
available  to  all  eligible'  employees.  \t  the  discretion  of  the 
Board  of  Directors,  the  ( Company  makes  contributions  to 
the  plan  w  hich  are  allocated  to  participants,  and  in  which 
they  become  vested,  in  accordance  with  formulas  and 
schedules  defined  by  the  plan.  Company  expenses  for 
contributions  to  the  plan  were  S606.894  in  fiscal  1991. 
$+90,674  in  fiscal  1990.  and  $361,477  in  fiscal  1989. 


7.  Commitments: 

( )pe rating  leases: 

kxcept  for  its  executive  offices  and  primary  distribution 
center,  the  Company  generally  conduc  ts  its  operations 
from  leased  facilities.  Cenerallv.  store'  real  estate*  leases 


are  for  initial  terms  of  from  five  to  15  years  with  multiple 
renew  al  options  for  additional  five  year  periods.  Certain  leases 
provide  for  contingent  rental  payments  bast'd  upon  a  percent¬ 
age  of  store  salt's. 

Rental  expenses  on  all  operating  leases,  both  cancellable* 
and  non-canccllable.  for  each  of  the  three  years  in  the  period 
ended  \ugust  31.  1991.  were  as  follows: 


1991 

1990 

1989 

Minimum  rentals. 

net  of  minor 
sublease  rentals . 

S35.0 15.356 

$3 1 .554.686 

$28,098,794 

Contingent  rentals . 

601.308 

490.913 

360,557 

835,616.664 

832.045,599 

$28,459,351 

Future  minimum  rental  payments  required  under  operating 
least's  that  have  initial  or  remaining  non -cancellable  lease  terms 
it  i  excess  < >f  e me  year  as  t >1  \i igi ist  3 1 .  1 99 1 .  were  as  ft >llt m  s : 


Near  Knt ling  \ugust  31, 

1992 

1993 

1994 

1995 

1996 

I  hereafter 

I  otal  minimum  pay  met  us  required 


Minimum  Rental 

S  33,929.499 
30  939  341 
25,697,647 
19.748,514 
13.4 10.690 
20.137.965 

$149,863,656 


8.  Employee  stork  option  plans: 

I  he  ( ionipam  s  noil-qualified  stock  option  plans  provide  for  the  granting  o(  options  to  key  employees  to  purchase  shares  ol 
common  stock  at  prices  not  less  than  fair  market  value  on  the  date  of  tin*  grant.  Options  are  exercisable  to  the  extent  of  40% 
after  the  second  anniversary  of  the  grant,  an  additional  30%  annually  on  a  cumulative  basis,  and  expire  five  years  (rom  the 
date  of  the  grant.  Options  to  purchase  129.550  shares  of  common  stock  were  exercisable  at  August  31.  1991. 


Common  stock  options.  September  1.  1989 

Granted . 

Exercised . 

( Cancelled . 

Common  stin  k  opt  ion*.  August  31.  1900 . 

(Granted . 

Exercised . 

( Cancelled . 

Common  stock  options.  August  31.  1991 . 


Number  of 
options 
outstanding 

Option  price 
per  share 

564.045 

$  7.75-25.75 

153.030 

10.25-12.25 

(2.660) 

(94.860) 

8.75-  9.00 

620.175 

7.75-25.75 

138.550 

11.25-26.00 

( 137.110) 
(56.310) 

7.75-17.50 

565.305 

8,50-20.00 

Vt  Vugust  31.  1991.  there  were  20.650  shares  available  for  option  under  the  plans,  and  1  *+6.650  shares  were  available  lor 
option  at  Vugust  31.  1990. 


9.  Earnings  per  share: 

Net  income  per  common  share  is  hast'd  on  the  weighted  average  number  of  shares  of  common  stock  outstanding  during  each 
year.  Potential  exercise  of  outstanding  stock  options  do  not  have  it  material  effect  on  earnings  per  common  share. 


10.  Unaudited  summaries  of  quarterly  results: 


1991 

Net  sales . 

Gross  profit . 

Net  income . 

Net  income  per  common  share 

1990 

Net  sales . 

Gross  profit . 

Net  income . 

Net  income  per  common  sliarr 

1989 

Net  sales . 

Cross  profit . 

Nei  income . 


/W 

rfiy 

Third 

/hey  3/ 

fourth 

1  irst 

Second 

Quarter 

Quarter 

Quarter 

Quarter 

(In  thousands. 

except  per  share  data) 

>224.715 

$257,212 

$250,129 

$257,289 

81.028 

88.242 

93.752 

89.574 

7.780 

1 1.988 

12.221 

8,253 

S.28 

$.43 

$.*+4 

$.30 

$200,783 

$227,426 

$217,457 

$222,729 

72.240 

76.174 

77,430 

77.914 

5.980 

9.276 

7.782 

5.089 

$.22 

$.33 

$.28 

$.21 

*1.7*1 

$195,494 

$187,042 

$201,980 

0>2.<)(  )•"> 

00.048 

03.841 

00,302 

5.420 

7.708 

4.7  It) 

3.013 

Change  of  Independent  Accountants 

On  November  21.  1990.  Laventhol  I  lorwath  filed  for  I'hc  audit  report  of  Laventhol  I  lorwalh  dated  October  19. 

bankruptcy  and  discontinued  its  audit  and  accounting  1990.  has  been  reproduced  from  the  Company's  1990 

services.  I  he  Company  engaged  Price  Waterhouse  as  \miual  Report, 

its  new  independent  accountant*  on  fehruarv  26.  1991. 


Report  of  Independent  Accountants 

lo  the  Board  of  Directors  and  Shareholders 
of  family  Dollar  Stores.  Inc. 


In  our  opinion,  the  accompanying  consolidated  balance'  sheet 
and  the  related  consolidated  statement*  ol  income,  of  share¬ 
holders  equity  and  of  cash  How  s  present  fairly,  in  all  material 
respects,  the  financial  position  of  family  Dollar  Stores.  Inc. 
and  its  subsidiaries  at  Yugust  31.  1991  and  the  results  of 
their  operations  and  their  cash  flows  for  the  year  then  ended 
in  conformity  w  ith  generally  accepted  accounting  principles. 
I  hese  financial  statements  are  the  responsibility  of  the 
Company’s  management:  our  responsibility  is  to  express 
an  opinion  on  these  financial  statements  based  on  our  audit. 
We  conducted  our  audit  of  these  financial  statements  in 
accordance  with  generally  accepted  auditing  standards 
w  hich  require  that  we  plan  and  perform  the  audit  to 
obtain  reasonable  assurance  about  whether  the  financial 


statements  are  free  of  material  misstatement.  \n  audit 
includes  examining,  on  a  test  basis,  evidence  supporting  the 
amounts  and  disclosures  in  the  financial  statements,  assess¬ 
ing  the  accounting  principles  list'd  and  significant  estimates 
made  by  management,  and  evaluating  the  overall  financial 
statement  presentation.  We  believe  that  our  audit  provides 
a  reasonable  basis  for  the  opinion  expressed  abov  e. 

October  16.  1991 
( Charlotte.  North  ( Carolina 


Independent  Auditors’  Report 


Board  of  Directors  and  Shareholders 
family  Dollar  Stores.  Inc. 

( lharlotte.  North  ( larolina 

We  have  audited  the  accompanying  consolidated  balance 
sheets  of  family  Dollar  Stores.  Inc.  and  subsidiaries  a*  of 
August  31.  1990  and  1989.  and  the  related  statements  of 
income,  shareholders"  equity  and  cash  flow  s  for  each  of  the 
three  years  in  the  period  ended  Yugust  31.  1990.  These 
financial  statements  are  the  responsibility  of  the  ( lompanv’s 
management.  Our  responsibility  is  to  express  an  opinion  on 
these  financial  statements  based  on  our  audits. 

YYe  conducted  our  audits  in  accordance  with  generally 
accepted  auditing  standards.  I  hose  standards  require  that 
we  plan  and  perform  the  audit  lo  obtain  reasonable  assur¬ 
ance  about  whether  the  financial  statements  are  free  of 
material  misstatement.  An  audit  includes  examining,  on  a 
le*i  basis,  evidence  supporting  the  amounts  and  disclosures 

in  the  financial  statements.  An  audit  also  includes  assessing 

< 

the  accounting  principles  used  and  significant  estimates 
made  by  management,  as  well  as  evaluating  the  overall 


financial  statement  presentation.  YYe  believe  that  our  audits 
provide  a  reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above 
present  fairly,  in  all  material  respects,  the  consolidated 
financial  position  of  family  Dollar  Stores.  Inc.  and  subsidiaries 
at  Yugust  31,  1990  and  1989.  and  the  consolidated  results 
of  their  operations  and  their  cash  flows  for  each  of  the  three 
years  in  the  period  ended  Yugust  31,  1990.  in  conformity 
with  generally  accepted  accounting  principles. 


October  19.  I960 
( Tarlotte.  Norl h  ( larolina 
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Corporate  Information 

| Will  ^  1)01  I AR  STORKS.  I\(  \\l)Sl  KSIDIAMI-'.S 


llirortors  and  Officers 

Leon  Levine 

(  hainnan  of  lift ’  Hoard. 

Treasurer  and  Direr  I  or 

Peter  J.  I  laves 

President  and  Director 

Thomas  II.  Payne 

Director ,  Special  (  Ounset- 
Kennedv  Coring/on  Lobdell  A  Hickman 
I  tlornns  a I  Law 

Mark  R.  Bernstein 

Director ,  Partner— 

Parker ,  Poe.  I  dams  A-  Hern  stein 
\ttorneys  at  Lair 

George  li.  Mahoney,  Jr. 

Executive  I  ice  President— General  (  bunsek 
Secret  an  •  and  Director 

Richard  II.  Griner 

Senior  I  ice  President -( )perations 

C.  Seott  Litten 

Senior  I  ice  President— I  inance 

John  I).  Brier 

Senior  I  ice  President— 

1  lerchandisin g  find  I drerlising 

Albert  S.  Korie 

Senior  I  in'  President-Data  Processing 

Stephen  G.  Simms 

Senior  I  in'  President- 
Peal  Estate  and  ( (instruction 

Terry  A.  Cozort 

I  in1  President-Human  Resources 

Owen  B.  Humphrey 

/  ice  President- 

Distribution  and  Transportation 

Robert  S.  Parker 

I  ice  President-Loss  Prerent  ion 

Edgar  L.  Paxton 

I  ice  President- 

\drertising  and  Sales  Promotion 

C.  Martin  Sowers 

/  ice  President -( 'out roller 

Phillip  YV’  Thompson 

/  ice  President-Store  ( )perations 

Day  Ion  \\.  Powell 

I  ss  is  taut  Treasurer 


Shareholder  Information 

Annual  Meeting 

I  lie  Annual  Meeting  of  Shareholders  will 
he  held  at  2:00  p.m.  at  the  ( lompany's 
Executive  Offices  at  10-i01  Old  Monroe  Boad. 
Matthews.  North  ( Carolina,  on  I  luirsdav. 
January  16.  1992. 

Executive  OITiees 
Post  Office  Box  1017 
Charlotte.  North  Carolina  28201-1017 
lelephone  (704)  847-6961 

Shares  Listed 

New  Yor  k  Stock  Exchange 
Picker  Symbol :  11)0 

Independent  Certified  Public  Accountants 

Price  Waterhouse 

Charlotte.  North  Carolina  28280 

Special  Counsel 

Parker.  Poe.  Ydams  6c  Bernstein 

Charlotte.  North  Carolina  28244 

Transfer  Agent  and  Registrar 

Manufacturers  I  lanover  Trust  Company 
New  York.  New  York  10001 

Form  10-k 

A  copy  of  Form  10-k  filed  by  the  Company 
with  the  Securities  and  Exchange  Commission 
for  the  fiscal  year  ended  August  81.  1991. 
ma\  be  obtained  by  shareholders  w  ithout 
charge  upon  written  request  to  Janice  B.  Burris, 
Yssistant  Secretary,  at  the  Executive  Offices. 


Janice  B.  Burris 

\ssistanl  Secretary 


FAMIIY  DOLLAR  ^ 

10401  Old  Monroe  Road 
Post  Office  Box  1017 
( iliarlottr.  Nort  h  ( lan >lina  282(  11-1017 


